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AGRICULTURE, DEPARTMENT OF
Proposed regulations pursuant to the Emergency Food Stamp Vendor Accountability 
Act of 1976 were published in the 1/1/77 Fed. Reg., pp. 1479-83. The 
purpose of the proposed changes is to introduce stricter controls on 
coupon vendors and state agencies in order to increase accountability 
and reduce fraud and abuse. The proposals include requirements for 
states to establish accounting and monitoring systems in order to 
maintain better food stamp coupon controls. Comments are to be filed 
by 2/7/77.
COMMERCE, DEPARTMENT OF
Finalized requirements for reporting restrictive trade practices or boycott 
related requests were published in the 1/10/77 Fed. Reg., pp. 2057-58.
The publication changes the original proposal issued in November in 
two respects. First, it makes clear that requests for a positive 
certification of origin will be deemed not to be restrictive trade 
practice requests, no matter what country is specified. Second, the 
phrase "absent particular evidence to the contrary in a particular 
case" has been deleted as being both unclear and difficult to administer.
The Department cautions, however, that where the circumstances 
of a particular case show that the sole purpose of a request for a 
positive certification of origin is to further or support a boycott, 
the request will be reviewed as reportable and enforcement action will 
be taken as appropriate. The changes are effective immediately and 
firms may make appropriate changes to their present forms when filing.
FEDERAL ELECTION COMMISSION
The regulations to implement the 1976 Federal Election Campaign Act were
sent to Congress for their review and approval on 1/10/77. The regulations 
have been changed in two areas from the package submitted for congressional 
approval last August which was left pending by the early congressional 
adjournment. The changes are a requirement for more specific information 
on reports mandated by the election law, and guidelines for corporate 
and labor union nonpartisan political activities. The regulations will 
take effect after 30 legislative days unless either House objects to 
all or part of the regulations.
FEDERAL ENERGY ADMINISTRATION
A proposal to establish a Department of Energy which would consolidate 
energy functions of several government entities was sent to Congress 
last week by President Ford. The new department would absorb the 
functions of the Federal Energy Administration, the Energy Research 
and Development Administration, the Federal Power Commission, the 
Bureau of Mines from the Interior Department, and the Rural Electrifi­
cation Administration from the Agriculture Department. Commerce Secretary 
Richardson said the proposal is "similar in many respects to the proposal 
that was put forward by President-elect Carter during the campaign," 
and that it was "likely that something very close" to the plan would 
be approved by Congress.
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FEDERAL POWER COMMISSION
The Chief Accountant has released a statement providing information on 
the revised accounting procedures for the Allowance for Funds Used 
During Construction. In a release dated 1/1/77, No. 22818, the 
Chief Accountant notes that the revised forms have been filed with 
the GAO for approval and that pending receipt of such approval, the 
FPC is releasing its revised plant instructions effective 1/1/77. For 
a copy of the release, call 202/275-4006.
FEDERAL RESERVE BOARD
A hearing will be conducted by the House Banking Subcommittee on Financial 
Institutions on 2/1/77 on the unreleased GAO survey of the regulatory 
practices and procedures of the three federal bank regulatory agencies. 
Comptroller General Staats will testify together with the GAO survey 
team and the Subcommittee has announced that it intends to devote 
its efforts to the prevention of bank failures. Chairman St. Germain 
(D-RI) stated that the time has come for Congress "to provide additional 
statutory authority where the need clearly exists and to insist upon 
the elimination of costly, inefficient and often duplicative functions."
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The Social and Rehabilitation Service is proposing to recodify its
regulations governing state plan requirements and the conditions for 
federal financial participation which are applicable to training costs 
incurred for the financial and medical assistance and services programs 
under certain parts of the Social Security Act (see 1/11/77 Fed. Reg., 
pp. 2440-47). The effort will combine regulations currently published 
in 4 separate parts of the CFR for training programs related to SRS 
activities, social services programs, the income maintenance program, 
and the Medicaid program. This is part of an effort by DHEW to clarify 
their regulations. A pilot project for total revision of the Medicaid 
regulations is already underway. Comments on the proposals are requested 
by 2/25/77. Additional information is available by calling Evelyn Greene, 
202/245-0202.
LABOR, DEPARTMENT OF
A public hearing on the provisions of the proposed regulations and the 
proposed class exemption (see 1/3/77 Wash. Report, Issue 45) has been 
scheduled for 2/14/77 in the IRS Auditorium, IRS Building, Washington. 
These proposed regulations relate to the provision of services and 
office space to employee benefit plans, the investment of plan assets in 
bank deposits, the provision of bank ancillary services to plans, and 
the transitional rule for the provision of services to plans until 
6/30/77. The hearing will also cover the proposed class exemption 
involving, among other things, the receipt of insurance and mutual 
fund sales commission by pension consultants, insurance agents and 
brokers and mutual fund principal underwriters and their affiliates 
who are fiduciaries of service providers with respect to employee benefit 
plans.
Proposed rules for bringing certain pension and welfare benefit plans into 
compliance with provisions of ERISA that limit to 10% the amount of plan 
assets which may be invested in employer securities or real estate have
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been issued (see 1/7/77 Fed. Reg., pp. 1618-21). ERISA contains require­
ments that certain plans be prohibited from investing more than 10% of 
their assets in employer securities and real property and the regulations 
implement the requirement that plans divest half of such excess over 
10% by 12/31/79, and the remainder of the excess by 12/31/84. Comments 
are requested by 2/22/77.
Final amendments to the CETA regulations governing migrant and other 
seasonally employed farmworker programs were published in the 1/7/77 
Fed. Reg., pp. 1656-76. The regulations as issued require that audits 
be conducted every year for section 303 grantees-for grants of $25,000 
or more and that, with regard to certifications of applicants' accounting 
systems in the case of private non-profit organizations, that certification 
is to be accomplished by a CPA.
NATIONAL CREDIT UNION ADMINISTRATION
Legislation designed to strengthen the nation's credit unions has been 
introduced by House Banking Committee Chairman Reuss (D-WI) and Chair­
man St. Germain (D-RI) of the Financial Institutions Subcommittee. The 
Credit Union Modernization Act of 1977 (HR 1528) was introduced at the 
request of the Credit Union National Association and is designed to 
modernize credit union organizational and managerial structures; improve 
credit union abilities to compete for the consumer credit and savings 
market; and, reorganize the NCUA. Mr. Reuss and Mr. St. Germain announced 
that although they support, the central thrust of the bill, they have 
certain reservations about features which bear upon responsibilities 
of other types of financial institutions.
PRIVACY COMMISSION
Public hearings on certain practices of private investigation firms have
been scheduled for 1/26/77 in Room 1318 of the Dirksen Senate Office
Building in Washington. The hearing is intended to focus on the 
services provided by private investigation firms where the subject 
of an investigation is an employee or prospective employee of the client, 
and such employment status is a fundamental criterion underlying the 
requests for investigative services. Additional written comments for 
the record may be filed until 2/25/77. For further information, call 
202/634-1477.
SECURITIES AND EXCHANGE COMMISSION
The Advisory Committee on Corporate Disclosure has urged the SEC to
encourage companies to file forecasts, opinions, predictions, analyses 
and other subjective evaluations for an experimental period. At the 
Committee's recent meeting on 1/10 and 1/11/77, the group recommended 
that SEC-filed forecasts should include a listing of assumptions, updating, 
and comparisons to actual figures. In addition, registrant discrimination 
may be exercised over the items to be included, the time period covered 
by the projections, and whether to discontinue or resume disclosure of 
projections.
Other decisions of the Committee were that third party review 
should be permitted; a cautionary statement should be required; and a 
safe harbor rule should be promulgated for forecasts which are either 
filed with the Commission or widely disseminated.
SPECIAL: Senate Staff Report on the Accounting Profession
is Released
A Congressional staff study entitled "The Accounting Estab­
lishment", prepared by the Subcommittee on Reports, Accounting 
and Management of the Senate Committee on Government Operations 
has been issued. The 1760-page study is a compilation of data 
furnished to the Subcommittee by the eight largest accounting 
firms, the AICPA, NASBA, the FASB, the SEC, the GAO, and others
In forwarding the staff report to the Government Operations 
Committee, Subcommittee Chairman Lee Metcalf (D-Montana) 
indicated his concern with two of the study’s major conclusions 
The first is the "extraordinary manner in which the SEC has 
insisted upon delegating the public authority and responsibili­
ties on accounting matters to private groups with obvious 
self-interest in the resolution of such matters. The second 
is the alarming lack of independence and lack of dedication to 
public protection shown by the large accounting firms which 
perform the key function of independently certifying the 
financial information reported by major corporations to the 
public."
The staff report contains a number of recommendations.
These include accounting and auditing standard-setting by the 
government, investigation of possible antitrust law violations 
by the larger accounting firms, possible rotation of auditors 
of publicly-held corporations, statutory reversal of the 
Hochfelder decision, prohibiting auditors from providing non­
accounting services (MAS) for their audit clients, and removal 
of federal employees from AICPA committees and task forces.
Copies of the staff report may be purchased from the GPO 
for $12.00 each (S/N 052-070-03849-7).
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Consideration is being given as to whether the Commission should again 
urge congressional passage of legislation it proposed last year to give 
SEC increased authority to regulate investment advisors and to conduct 
studies on the feasibility of extending regulation to other parties who 
might give investment advice, such as accountants, lawyers and financial 
writers. Although Chairman Murphy (D-NY) of the House Commerce Subcommittee 
on Consumer Protection and Finance is expected to introduce a bill 
identical to last year's, indications are that if the Commission decides 
not to push for the legislation, no action will be taken on it. SEC 
Chairman Hills has announced that the Commission is reconsidering the 
measure in light of objections raised last year and that their position 
will depend on conversations with Senate and House leaders.
An initial report on bank-sponsored security services has been filed with 
Congress. The report was made pursuant to a study mandated by the 
Securities Acts Amendments of 1975. It includes detailed statistical 
analyses of the four bank sponsored securities similar to services 
offered by broker-dealers: dividend reinvestment plans, employee stock 
purchase plans, automatic customer purchase plans, and customer trans­
action services. The Commission, noting that its remaining work is 
"substantial", stated that they would make legislative recommendations 
as part of their final report which they intend to file on or before 
6/30/77.
TREASURY, DEPARTMENT OF
Kenneth Axelson, CPA, former J.C. Penney executive and a key drafter of 
New York City's 3-year financial recovery plan, will be named Deputy 
Treasury Secretary, the No. 2 job at the Department. Mr. Axelson 
served 1 year as New York City's Deputy Mayor for Finance. As the 
Deputy Secretary he will have far-reaching administrative authority 
in major areas of national and international concern.
Continuing its past practice, the Senate Special Committee on Aging has 
issued a Committee Print entitled "Protecting Older Americans Against 
Overpayment of Income Taxes". Copies of the print are available by 
calling the Committee at 202/224-5364.
Regulations relating to qualified joint and survivor annuities have been 
issued (T.D. 7458, 1/5/77). The regulations hold that statutory joint 
and survivor requirements are applicable not only to defined plans but 
also to defined contribution plans, including profit sharing plans, that 
provide an optional life annuity form for payment of benefits. The 
regulations provide that defined contribution plans do not have to make 
available an election to receive an early survivor annuity if the plan 
provides a survivor at least equal in value to the vested portion of the 
balance in the participant's account.
The preliminary report, Statistics of Income - 1974, Business Income Tax
Returns, is now available. The IRS pamphlet contains preliminary 
statistics on 1974 business receipts, interest paid in connection with 
business indebtedness, net profit or loss, number of businesses filing, 
payroll, and taxes paid, based on samples of returns filed for sole 
proprietorships and partnerships for 1974. The pamphlet, Publication 
453 (11/76) , is available for $.60 per copy from the GPO (S/N 048-004- 
01387-8).
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The proposed regulations on taxing free tuition for family members of school 
employees have been withdrawn. The reason given by the IRS was the 
extent of the unfavorable comments received at a public hearing held 
earlier this month.
For further information, please contact: 
Wade Williams or Dan Myers 
202/872-8190
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